Time to think about your pension

Transfer of policing and justice
powers to the Northern Ireland
Assembly

Information for members of the
Classic, Classic Plus and Premium
sections of the PCSPS(GB)

Prepared by: Aon Hewitt Limited
On behalf of: Department of Justice

Date: November 2011

CS4/JFT/3635 1




Inside

Section A

Section B

Section C

Section D

CS4/JFT/3635

You have important decisions to make
If you need more information
If you need advice

How you will build up pension benefits in future

Your options
Things to think about

What to do with the pension benefits you have built up in
PCSPS(GB)

Your options

Things to think about if you are eligible for special
transfer terms

A closer look at the PCSPS(GB) and the PCSPS(NI)
classic, classic plus and premium sections
partnership pension account

1

13

18
22



Section A

You have important decisions to make

You are aware of the machinery of government change which devolved policing
and justice powers to the Northern Ireland Assembly. As a consequence of this
change, you have been given the opportunity to move to the Northern Ireland
Civil Service with effect from 12 April 2012.

If you do not opt to move to the Northern Ireland Civil Service, you will retain
your current terms and conditions of employment and you will continue
building up pension benefits in the Principal Civil Service Pension Scheme
(PCSPS(GB)).

If you do opt to move to the Northern Ireland Civil Service, you will no longer
be able to carry on building up pension benefits in the PCSPS(GB) and you will
have some decisions to make in relation to your pension.

This guide provides information on the changes that would apply to your
pension if you choose to transfer to the Northern Ireland Civil Service. You
have been given separate information regarding the impact the transfer would
have on your other terms and conditions of employment.

If you choose to transfer to the Northern Ireland Civil Service you will then
have two important decisions to make about your retirement savings. You will
need to decide:

e how you want to build up pension benefits in future; and

e what you want to do with the pension benefits you will have built up in
the Principal Civil Service Pension Scheme (PCSPS(GB)).

These are important decisions and it will be important that you make the right
decision for your situation. This guide covers some of the main points. Please
read it carefully, along with the information that you will receive should you
join the Northern Ireland Civil Service.

If you need more information or want some advice about what might be best for
you, please make use of the resources that are available.

We have tried to keep this guide as straightforward as possible, but there are
some words that have a special meaning in the pensions world. We explain
most of these words either when they appear, or in Section D. More detailed
information will be provided should you join the Northern Ireland Civil
Service.
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If you need more information

If you have any questions about the PCSPS(GB)
Please contact: Lesley Foster 028905 28528 (Lesley.Foster@dojni.x.gsi.gov.uk)

If you have any questions about the Principal Civil Service Pension Scheme
(Northern Ireland) (PCSPS(ND)

Please contact: Denise Phillips 02871 321 223 (denise.E.Phillips@dfpni.gov.uk)

If you need advice

When it comes to your occupational pension, it is important that you make the
right decision for your situation. However, the law does not allow us (Aon
Hewitt Limited), or anyone employed by the Department of Justice to give you
advice about what might be best for your personal situation. If you want to
speak to someone about what might be best for you, you should consider
speaking to an independent financial adviser.

The UK’s financial watchdog, the Financial Services Authority, provides
information about getting financial advice. You can find this information on
their website at www.moneymadeclear.fsa.gov.uk. (It’s in the ‘Step-by-step
guides’ section.) Or, call the consumer helpline on 0300 500 5000.

An organisation called IFA Promotion can provide contact details for financial
advisers in your area. Visit their website at www.unbiased.co.uk.

You should be aware that financial advisers might want to talk to you about
other financial products. They may also charge you for the advice they provide.
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Section B

How you will build up pension
benefits in future

Your options

This section outlines the options you will have for the benefits that you will
build up in future if you join the Northern Ireland Civil Service. You will have
two main options, which we outline below.

When making your decision, you should consider carefully the pension benefits
that you will receive under each option. If you are in any doubt about the
choices available to you, you should seek independent financial advice.

Option A — You can join PCSPS(NI)

If you are currently a member of the classic section of PCSPS(GB), you will be
eligible to join the classic section of the PCSPS(NI) when you transfer to the
Northern Ireland Civil Service.

If you are currently a member of the classic plus section of PCSPS(GB), you
will be eligible to join the classic plus section of the PCSPS(NI) when you
transfer to the Northern Ireland Civil Service.

If you are currently a member of the premium section of PCSPS(GB), you will
be eligible to join the premium section of the PCSPS(NI) when you transfer to
the Northern Ireland Civil Service. Alternatively, you may opt to switch to the
partnership pension account.

The benefits provided by the various sections of the PCSPS(NI) are currently
equivalent to the benefits provided by the corresponding sections of
PCSPS(GB). We give a summary of these benefits in Section D. Should you
transfer to the Northern Ireland Civil Service, the Department of Justice will
send you full details about the pension arrangement that you are eligible to
join at the time that you transfer. Please read carefully the information that
they send you.
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Should you transfer to the Northern Ireland Civil Service, you will
automatically become a member of the section of the PCSPS(NI) that
corresponds to the section of PCSPS(GB) you are currently a member of.

However, membership of the PCSPS(NI) is voluntary. If you do not want to
join the PCSPS(NI), you will need to confirm this in writing at the time that
you transfer. (This is called ‘opting out’.)

Option B - You can make your own pension arrangements

Most financial experts agree that if you have an opportunity to join your
employer’s pension scheme, that’s what you should do. However, membership
of the PCSPS(NI) is voluntary and you do not have to join. If you think you
might want to opt out, please make sure you understand the benefits that you
will be giving up. These will include the contributions that your employer
would make towards your pension provision (which could be worth 20% or
more of your pensionable earnings each year).

If you decide not to join the PCSPS(NI), you could choose to make your own
pension arrangements instead (such as setting up and paying into a personal
or stakeholder pension). However, please note that your employer will not
make any contributions on your behalf to any personal pension that you set up
outside the PCSPS(NI). You should also note that if you are currently a
member of the classic, classic plus or premium sections then your National
Insurance Contributions will increase if you opt out of PCSPS(NI).

If you do not want to join the PCSPS(NI), you will need to confirm this in
writing at the time that you transfer to the Northern Ireland Civil Service.
Contact details will be included in the information you receive from the
Department of Justice.
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Things to think about

How the PCSPS(NI) compares to your current pension arrangement in the
PCSPS(GB)

As discussed above, the benefits provided by the various sections of the
PCSPS(NI) are currently equivalent to the benefits provided by the
corresponding sections of the PCSPS(GB). We give a summary of these benefits
in Section D.

The contributions payable to the PCSPS(GB) and PCSPS(NI) might change

The contributions that members pay to the PCSPS(GB) and PCSPS(NI) are
currently the same. However the Government has been consulting on possible
changes to the member contributions payable both in PCSPS(GB) and in
PCSPS(NI). These changes will take effect as from 1 April 2012. Depending
on the outcome of the consultation exercises, the contributions payable by
members might remain the same between the two schemes after 1 April 2012,
but on the other hand, there could be differences.

You will be informed about details of the member contribution changes in both
schemes as soon as they are known. In the case of the PCSPS(NI) details will
not be known until after 13 January 2012, as the PCSPS(NI) consultation
exercise 1s not due to expire until that date.

The benefits provided by the PCSPS(GB) and PCSPS(NI) might change

In 2010 the Government commissioned a review of public service pensions in
the UK, and subsequently the Independent Public Service Pensions
Commission, chaired by Lord Hutton, has made recommendations.

In the Budget on 23 March 2011, the Government accepted Lord Hutton's
recommendations as the basis for consultation with public sector workers,
unions and others. It is likely that this review will result in significant
changes to both the PCSPS(GB) and the PCSPS(NI) at some point in the
future. More information on the Government's current proposals for reforming
public service pensions can be found at:

cdn.hm-treasury.gov.uk/pensions_publicservice_021111.pdf

Following the review, the changes made to the benefits provided by the
PCSPS(GB) and the PCSPS(NI) might be the same, but on the other hand,
there could be differences. It is not expected that there will be any changes
made for benefits built up before the date of the new arrangements being
implemented. The date of implementing the new arrangements is expected to
be 1 April 2015.

CS4/JFT/3635 7



Boosting your pension

Like the PCSPS(GB), the PCSPS(NI) provides the option of paying additional
voluntary contributions (AVCs) or buying added pension. More information
about these options will be provided should you join the Northern Ireland Civil
Service.

If you have an existing added years contract with the PCSPS(GB), you will be
credited with added years in the PCSPS(GB) based on the contributions you
have already paid. You will be able to transfer these added years to PCSPS(NI)
(this is discussed further in section C), and special arrangements have been
agreed so that you will also be able to purchase further added years in
PCSPS(NI). The further added years may be purchased on the same
contribution basis as applied to you in the PCSPS(GB). This option to buy
further added years will only be available to you if you have an existing added
years contract with the PCSPS(GB), i.e. you are currently buying added years
by regular deduction from payroll.

If you are currently buying added pension by regular deduction from payroll,
this will cease when you transfer to the Northern Ireland Civil Service.
However, it will be possible to buy added pension with PCSPS(NI). The
Department of Justice will provide you with more information on how to do
this should you transfer to the Northern Ireland Civil Service.

If you are contributing to an existing Civil Service Additional Voluntary
Contribution (CSAVC) Scheme (GB), this will cease if you transfer to the
Northern Ireland Civil Service. Therefore, the CSAVC deduction from your pay
in March 2012 would represent your final contribution to the CSAVC

Scheme (GB). There would be no further deduction from your pay after March
2012 in relation to the CSAVC Scheme (GB). You can choose to open a new
NICSAVC Scheme arrangement from any of the NICSAVC Scheme providers
which are the same providers as apply in GB, and decide to transfer your
benefits built up in the GB scheme. Section C provides more information on
transferring CSAVC scheme benefits.

What happens if you are in receipt of a PCSPS(NI) pension

If you are currently in receipt of a pension from the PCSPS(NI) and you choose
to join the Northern Ireland Civil Service, your existing PCSPS(NI) pension
may be subject to abatement during the period that you remain in
employment, even if you do not decide to join the PCSPS(NI) for future service.
You should contact Denise Phillips (contact details on page 4) if this applies to
you.
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Section C

What to do with the pension benefits
you have built up in the PCSPS(GB)

Your options

The second decision that you will need to make if you transfer to the Northern
Ireland Civil Service concerns the benefits that you will have built up in
PCSPS(GB) at the date you transfer. In this section we outline the main
options that will be available. Your options will depend on how long you have

been building up benefits in PCSPS(GB), and which section of PCSPS(GB) you
are currently a member of.

When making your decision, you should consider carefully the pension benefits

that you will receive under each option. If you are in any doubt about the
choices available to you, you should seek independent financial advice.
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Option A - You can choose to transfer your past
pension benefits out of PCSPS(GB)

All members of the classic, classic plus and premium sections can choose to
transfer their PCSPS(GB) benefits into another pension arrangement. This
could be the PCSPS(NI) (as long as you join that arrangement) or a different
pension arrangement.

IF YOU ARE CURRENTLY A MEMBER OF THE CLASSIC, CLASSIC PLUS
OR PREMIUM SECTIONS OF PCSPS(GB) AND YOU CHOOSE TO JOIN
THE SAME SECTION OF PCSPS(NI):

Special transfer terms have been arranged which will allow you to secure
pension benefits in the PCSPS(NI). These are expected to have the same
overall value as those that you have built up in the PCSPS(GB).

The benefits provided by the PCSPS(NI) and the PCSPS(GB) are equivalent.
However, there are some circumstances when you might be better off
transferring your PCSPS(GB) benefits to the PCSPS(NI), and there are some
circumstances when you might be better off leaving your past pension benefits

in PCSPS(GB).

If you choose to transfer your PCSPS(GB) benefits to the PCSPS(NI) under the
special transfer arrangements, you will receive a ‘service credit’ in the
PCSPS(NI) for each year and part year of service transferred from the
PCSPS(GB). (i.e. one year for each year of reckonable service in the
PCSPS(GB) and part years of service counted proportionately - For more
details about the service credit, please turn to page 13.)

The benefits you receive from the PCSPS(NI) will be based on your actual

membership of the PCSPS(NI), together with the service credit you are granted
in respect of your PCSPS(GB) service.
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Option B - You can choose not to transfer your
past pension benefits out of PCSPS(GB)

If you have at least two years’ qualifying service in the classic, classic plus or
premium sections of the PCSPS(GB), you will be entitled to leave the benefits
you have built up in PCSPS(GB) in this arrangement. These are your
‘preserved benefits’. They will be based on your reckonable service in
PCSPS(GB) (which is generally the years and days you are a member) and
your final pensionable earnings at the date of transfer.

Your preserved benefits will be payable from your pension age (or immediately,
if you are already over your pension age at the date you join the Northern
Ireland Civil Service). Your preserved benefits will be payable in addition to
any pension benefits you build up in the PCSPS(NI). However, even if you
preserve your benefits in the PCSPS(GB), your PCSPS(GB) service will still
count towards the qualifying service in the PCSPS(NI) that determines
whether you are eligible for pension benefits.

If you have more than three months' but less than two years' qualifying service
in the classic, classic plus or premium sections of the PCSPS(GB), you will
have the option of transferring your PCSPS(GB) benefits to a different pension
arrangement, but you will have to contact the PCSPS(GB) administrator if this
is something that you are interested in doing. You should also be aware that
strict time limits apply. If you do not ask to transfer your PCSPS(GB) benefits
to a different pension arrangement, the PCSPS(GB) administrator will
normally just refund your contributions, less tax. They will also make a
deduction from your refund to pay for part of the cost of putting you back into
the State Second Pension.

Transferring your preserved PCSPS(GB) benefits out at a future date

If you are eligible for preserved benefits and you decide to leave your benefits
in PCSPS(GB) when you transfer employment, you will have the option to
transfer the value of these benefits at any time in the future, provided you are
at least one year below your pension age.

However, if you decide at a later date that you want to transfer your
PCSPS(GB) benefits to the PCSPS(NI), any special terms that are being
offered now will not be available in the future. This means that, if you are
eligible for special terms, it is unlikely that you would be able to secure the
same level of pension benefits in the PCSPS(NI) that are being offered to you
now. You also need to bear in mind that the PCSPS(NI) may not be prepared to
accept a transfer in future.

Alternatively, you could transfer your pension benefits to an insurance policy
or a personal pension. In either case, the transfer is determined as if you left
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PCSPS(GB) voluntarily to join another employer; that is, no special terms are
available.

ACTION POINT IF YOU ARE A MEMBER OF CLASSIC, CLASSIC PLUS OR
PREMIUM

Should you transfer to the Northern Ireland Civil Service and provided you
join the PCSPS(NI), you will receive an option pack after transfer. If you want
to transfer your past pension benefits from the PCSPS(GB) to the PCSPS(ND),
you must fill in and return the form that you will receive in your option pack.

Starting from when your option pack is sent out to you, you will have three
months in which to make your decision.

If you do not return your form by the deadline given in your option pack, your
past pension benefits will remain in the PCSPS(GB). (This is the default
option.)
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Things to think about

Service credit

If you choose to transfer benefits from the classic, classic plus or premium
sections of PCSPS(GB) under the special terms currently being offered, you
will receive a service credit in the corresponding section of the PCSPS(NI). This
will be one year for each year of reckonable service in the PCSPS(GB). Part
years of service will count proportionately.

So, for example, if you have 10 years’ service in the classic section of the
PCSPS(GB), you will be credited with 10 years’ service in the classic section of
the PCSPS(NI).

As another example, if you have 5 years of pre-2002 service and 10 years of
post-2002 service in the classic plus section of the PCSPS(GB), you will be
credited with 5 years of pre-2002 service and 10 years of post-2002 service in
the classic plus section of the PCSPS(NI).

The service that will be credited to you in the PCSPS(NI) is the same as the
service that you have in the PCSPS(GB). This is because the benefits provided
by the two schemes are equivalent. For more details, please see Section D (‘A

closer look at the PCSPS(GB) and the PCSPS(NI)).
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IF YOU TRANSFER TO THE NORTHERN IRELAND CIVIL SERVICE, THE
FOLLOWING ARE KEY ISSUES THAT YOU WILL NEED TO CONSIDER
BEFORE DECIDING WHETHER OR NOT TO TRANSFER YOUR
PCSPS(GB) BENEFITS ON SPECIAL TERMS INTO THE PCSPS(ND).

The kind of pay rises you expect to receive in the future
A key difference between the two options is that:

e if you leave your benefits in the PCSPS(GB) they will increase in line
with price inflation until you retire; whereas

e if you transfer your benefits to the PCSPS(NI), they will be based on
your final pensionable pay when you retire or leave that scheme.

This means that, in choosing your option, it is worth considering whether you
expect your personal earnings to rise faster or slower than prices during the
period before you retire or leave service. Historically, earnings have tended to
rise at a greater rate than inflation in many jobs. If this were the case for you
in future, the transfer option may prove attractive in the longer term,
especially for younger members.

In the short term, however, the link between prices and earnings may be
different, for example because of general economic conditions. In some jobs,
earnings increases recently have lagged behind inflation. If this were to
happen during the period before you retire or leave service, it may be more
advantageous for you to preserve your benefits in the PCSPS(GB).

How long you expect to work for the Northern Ireland Civil Service or one of its
sponsored bodies

If you do not expect to work for the Northern Ireland Civil Service or one of its
sponsored bodies for long — either because you are close to retirement or you
expect to move to a new job — then any difference between your pay increases
and inflation while you work for the Northern Ireland Civil Service will only
apply over a short period. If this applies to you, you may not feel it is
worthwhile transferring your PCSPS(GB) benefits to the PCSPS(NI).
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If you are made redundant at a later date, will the decision to transfer
PCSPS(GB) benefits affect the redundancy terms on offer?

In the Northern Ireland Civil Service, redundancy benefits are provided under
the Civil Service Compensation Scheme (Northern Ireland) (CSCS(NI)). If you
are made redundant at a later date, compensation on redundancy would be
based on the rules governing redundancy at the time of leaving. Based on
current rules, compensation benefits would take account of the same elements
of service whether you opt to transfer your PCSPS(GB) pension or not.
However should the redundancy terms involve PSCPS(NI) scheme benefits
being paid early and you have opted not to take part in the bulk transfer, the
scheme benefits that are payable early will be based only on your service since
becoming a member of the PCSPS(NI) and benefits payable due to your
membership of the PCSPS(GB) will be paid at the time when you would
normally be entitled to them had you not been made redundant.

Transferring pension benefits into the PCSPS(NI) if you are close to or over
your pension age

Pension age is age 60 for almost all members of the classic, classic plus, and
premium sections. If a different "personal" pension age applies to you, you will
have been informed previously.

You can transfer your existing pension rights to the PCSPS(NI) provided you
join that scheme, even if you are over your pension age.

If you choose not to transfer your PCSPS(GB) benefits to the PCSPS(NI), you
can take your PCSPS(GB) pension and lump sum (Gf applicable) from your
pension age (or immediately if you are already over your pension age), whilst
continuing to be employed and paid by the Northern Ireland Civil Service.
Provided you remain in employment with the Northern Ireland Civil Service,
you can also build up further pension benefits in the PCSPS(ND).

If you choose to transfer your PCSPS(GB) benefits to the PCSPS(NI), you will
not normally be able to take your benefits until you stop working for the
Northern Ireland Civil Service (although there are some circumstances where
this may be allowed — further details are available from the PCSPS(NI) if
required).
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Transferring preserved benefits in the PCSPS(GB) from an earlier period of
service

If you have preserved benefits in PCSPS(GB) from an earlier period of service
that cannot be aggregated with your current period of service, these preserved
benefits cannot benefit from the special terms that have been arranged for the
bulk transfer. If you take part in the bulk transfer, the earlier period of
service must be transferred either to the PCSPS(NI) or to another pension
scheme. The transfer terms offered in relation to that period of service will be
the normal Cash Equivalent Transfer Value (CETV) terms that apply to
individual voluntary leavers and may not be as generous as the special bulk
transfer terms that will apply for your current period of service.

Transferring added years or added pension into the PCSPS(NI)

If you decide to transfer your PCSPS(GB) benefits to the PCSPS(NI), any
added years or added pension you have bought will automatically be
transferred at the same time, along with any other service that has been
transferred into the PCSPS(GB) from other schemes.
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Deciding what to do with any benefits built up in the Civil Service Additional
Voluntary Contribution (AVC) Scheme (GB)

You have the option of transferring your AVCs to the Northern Ireland Civil
Service Additional Voluntary Contribution (AVC) Scheme (NICSAVC).

Or, if you are an active member of a Free Standing Additional Voluntary
Contribution scheme, you can transfer your AVCs into this arrangement.

Or, you could leave your AVCs in the Civil Service AVC Scheme (GB) but you
will not be able to make any future contributions.

If you are interested in transferring your AVCs, you will need to contact the

PCSPS(GB) administrators. If you would like information on paying further
AVCs, please contact PCSPS(NI) for further details.
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